
Road Network Upgrading Sector Project (RRP TIM 46260) 
 

SUBPROJECT ELIGIBILITY CRITERIA AND SELECTION PROCEDURE 
 

A. Introduction 
 
1. The Road Network Upgrading Sector Project is the second ADB-supported road project 
in Timor-Leste using a sector-based approach. The approach allows the Government of Timor-
Leste to take the lead in identifying, prioritizing, appraising, designing, and implementing 
subprojects. As the Implementing Agency for the project, the Ministry of Public Works (MPW) 
will propose, on behalf of the government, the rehabilitation or upgrading of priority road links as 
subprojects for the approval of the Asian Development Bank (ADB). The approval of subprojects 
will be based on satisfactory technical, economic, social, and environmental assessments 
compliance with eligibility criteria agreed on between the Government and ADB.  
 
B. Subproject Eligibility Criteria 
 
2. The selection of subprojects will be guided by the Strategic Development Plan.1 
Stakeholder consultations will be undertaken to investigate the relevance of the subprojects to 
(i) fostering economic development, (ii) improving the quality of life of residents and road users, 
(iii) serving rural and remote areas, (iv) fostering regional development within the country, and 
(v) creating employment.2   
 
3. In addition to satisfying the five criteria, subprojects must meet the following eligibility 
criteria for ADB-financing of civil works under the project: 
 

(i) Economic efficiency. The subprojects must be economically viable, and must 
demonstrate an economic internal rate of return (EIRR) of at least 8%. The 
economic analysis should be conducted in accordance with ADB’s Guidelines for 
the Economic Analysis of Projects.3 The subproject will be assessed, inter alia, 
for its contribution to: (a) savings in travel time, (b) reduced vehicle operation 
costs, (c) potential for increased agricultural production and economic 
development due to lower freight costs and more reliable access, (d) increased 
incomes particularly among poor and rural households, and (e) risk mitigation 
benefits due to climate change adaptation measures. Where it is proposed that 
the civil works will be funded entirely by the Government, the subproject shall 
meet the foregoing criteria, but may demonstrate an EIRR of not less than 5%, 
along with a positive net present value. Environment impact. Subproject 
environmental selection criteria will exclude subprojects that are likely to cause 
major environmental impact (environmental category A), according to ADB’s 
Environmental Assessment Guidelines (2003). Environmental screening will be 
conducted for all subprojects. In selecting subproject sites, including extraction 
sites for materials to be brought into the construction sites, the following 
environmental criteria will be used for the first level of screening. If any of these 
selection criteria are found applicable to the site, then the subproject will not be 
approved as part of the project. Subprojects approved for funding under the 
project must not (a) be classified as category A in accordance with ADB’s 
environmental guidelines; (b) result in significant loss of, or damage to, natural 
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environments, such as forests, reefs, mangroves, or other sensitive areas; 
(c) have a permanent negative effect on a known rare or endangered species; or 
(d) cause permanent damage to irreplaceable cultural relics and archaeological 
sites. 

(ii) Land acquisition and resettlement. No subproject that requires land acquisition 
with significant resettlement impact, according to ADB’s Involuntary Resettlement 
Policy (1995), will be eligible for funding under the project. The inclusion of a 
candidate road as a subproject for funding under the project is therefore 
contingent on compliance with agreed eligibility criteria. With respect to 
minimizing land acquisition and its impact, the criteria are as follows: (a) the 
subproject is designed to minimize land acquisition including reduction of 
geometric standards where needed to avoid significant impacts, (b) the inclusion 
of the road has local support, (c) the proposed works minimize the displacement 
of residential structures or other permanent structures, (d)  there is a negotiated 
agreement with affected owners and communities for acquisition of land, and 
(e) there is no other significant adverse environmental or social impact. 

(iii) Counterpart funds. MPW will confirm that all funds and resources necessary for 
the construction, operation, and maintenance of the subproject are provided on 
time. 

 
C. Candidate Project Roads 
 
4. A sample subproject (a section of the Manatuto to Natarbora road) was prepared 
(including detailed engineering design) under the Road Network Upgrading Project. This 
subproject meets the eligibility criteria and has been endorsed by MPW and approved by ADB 
for advance procurement. The sample subproject proposal documentation covering economic 
analysis, resettlement planning and environmental assessment is in the Appendices to the 
Report and Recommendation of The President. Subproject feasibility studies have also been 
prepared for selected roads in the Baucau and Lautem districts and are listed in Table 1. 
Detailed design and finalization of due diligence for environmental and social safeguards will be 
conducted under the project. The Government may propose further candidate subprojects for 
evaluation and implementation under the sector approach. 
 
5. The project is suitable for scaling up through additional financing if assessed to be 
performing well. Use of additional financing will reduce incremental transaction costs, improve 
responsiveness, and enhance development effectiveness. Therefore other candidate roads will 
be identified during implementation using the criteria and selection criteria described herein and 
may be considered for ADB financing under the additional financing modality. The Government 
may also provide additional financing from its own resources. 
 

Table 1: Candidate Project Roads 

Road Link From To 
Length  

(km) 

A01-03 Baucau  Lautem 58.2 
A01-01 Lautem  Lospalos 27.8 
A08-04  Lautem Com 20.8 
A06-01 Baucau Venilale 26.8 
A06-02 Venilale Viqueque 35.0 
Source: ADB. 2012. Technical Assistance to the Democratic Republic of Timor-Leste 
for Preparing the Road Network Upgrading Sector Project. Manila.  
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D. Subproject Selection Procedure 
 
6. For subprojects not listed in Table 1, the PMU will conduct stakeholder consultations on 
behalf of MPW, and report on the results and propose subprojects for appraisal to the MPW. 
The minister of MPW will endorse candidate subprojects for appraisal. 
 
7. With MPW’s endorsement of candidate subprojects, the PMU, assisted by the project 
implementation support consultants, will undertake the required appraisal to justify subproject 
eligibility. The appraisal will involve collecting and analyzing baseline data to assess feasibility 
and expected impact, using methods and tools established for the sample subprojects. Each 
subproject appraisal will cover (i) a technical feasibility study, (ii) an economic analysis in 
accordance with ADB’s Guidelines for the Economic Analysis of Projects, (iii) a social and 
poverty analysis in accordance with the method and procedure used in the sample subproject 
feasibility study, and (iv) an initial environmental examination and environmental management 
plan in accordance with the environmental assessment and review framework (included in the 
linked documents). Each component of the assessment will confirm acceptable ratings against 
the criteria, or recommend further works to complete the assessment. 
 
8. MPW will review the appraisal report and endorse the subproject that meets all the 
eligibility criteria. The subproject appraisal report with the endorsement of the minister of MPW 
will then be submitted to ADB for approval. 
 
9. ADB will review the appraisal report and, if necessary, may request additional materials 
and studies to justify the subproject. ADB’s formal approval for projects other than those in 
Table 1 must be obtained before the detailed design of any subproject, and its inclusion for 
financing under the project. With ADB’s approval, the PMU will start subproject detailed design 
and implementation. 
 
10. The MPW will be responsible for obtaining the approval of the higher authorities of 
government for inclusion of any sub-project in the national budget and for ensuring that 
counterpart funds are available. 
 


